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RULES  AND  REGULATIONS 


TWe  4S— PubGc  Welfare 

CHAPTER  I— OFFICE  OF  EDUCATION,  DE¬ 
PARTMENT  OF  HEALTH.  EDUCATION, 
AND  WELFARE 

NATIONAL  DIRECT  STUDENT  LOAN,  COL¬ 
LEGE  WORK-STUDY,  AND  SUPPLE¬ 
MENTAL  EDUCATIONAL  OPPORTUNITY 
GRANTS  PROGRAMS 

Annual  Review  of  Needs  Analysis  Systems 

Notice  of  proposed  rule  maJcing  was 
published  in  the  Federal  Reoistes  on 
August  1.  1975  (40  FR  32540-32544)  set¬ 
ting  forth  proposed  amendments  to  the 
regiQations  governing  the  National  Di¬ 
rect  Student  Loan  (NDSL)  Program,  the 
College  Work-Study  (CWS)  Program, 
and  the  Supplemental  Educational  Op¬ 
portunity  Grants  (SE(X»  Program. 
(These  regulations  are  set  forth  In  Parts 
144,  175,  and  176,  respectively,  of  Title 
45  of  the  Code  of  Federal  Regulations.) 
The  purpose  oX  ^e  proposed  amend¬ 
ments  was  to  rcvlss  the  proeedures  and 
standards  adopted  In  the  regulatlans 
published  In  the  Fsaaiii  RneMBaa  on 
May  21,  1975  at  pages  22138-22139,  by 
wtateh  the  Comnrtsskmer  woidd  reelew 
and  approve,  on  an  nnnoal  basts,  the 
variovB  private  sgrstenM  used  by  InsIHn- 
tions  of  tatsber  edveatlon  for  cakmlatbi^ 
the  enpected  parecttal  eontrfbtttkxns  far 
dependent  stndonti  applying  for  assist- 
anee  under  these  three  programs. 

Interested  parties  were  invited  to  sub¬ 
mit  comments,  stiggestions,  or  objections 
regarding  the  laapoacA  regulations. 
These  comments  are  summarized  and  the 
responses  of  the  Office  of  Education  are 
provided  in  Paragraph  A,  below. 

A.  Summary  or  CoMMEms  and 
Responses 

General.  Comment.  One  cmnmenter 
objected  to  the  fact  that  the  Office  of 
Education  failed  to  mail  to  each  institu¬ 
tion  a  copy  of  the  August  1  Notice  of 
Proposed  Rule  Making  and  stated  that 
this  action  would  have  been  taken  by 
the  National  Association  of  Stud^t  Fi¬ 
nancial  Aid  Administrators  had  that  As¬ 
sociation  not  been  informed  that  the 
Office  of  Education  intended  to  perform 
that  service. 

Response.  It  was  the  intention  of  the 
Office  of  Education  to  maiL  a  copy  of 
the  August  1  Notice  of  Proposed  Rule 
Making  to  each  institution,  and  a  suffi¬ 
cient  number  of  reprints  were  ordered 
and  delivered  to  make  this  possible.  How¬ 
ever,  the  actual  mailing  was  not  com¬ 
pleted  because  of  a  failure  of  the  Office 
of  Education  to  communicate  the  proper 
orders  to  its  mailing  service  contractor. 
The  Office  of  Education  regrets  this 
omission. 

Preamble.  Comment.  Several  com- 
menters  noted  the  statement  in  the  pre¬ 
amble  of  the  Notice  of  Proposed  Rule 
Making  that  the  Commissicmer  does  not 
endorse  certain  aspects  of  the  **Oon- 
sensus  Model”  of  the  National  Task  Force 
on  Student  Financial  Aid  Problems.  Some 
of  those  commenters  appeared  to  believe 
that  this  constitutes  dik^K^roval  of  those 
portions  of  the  system  wMch  the  Com¬ 
missioner  does  not  endorse. 


Response.  The  Commissioner  will  ap¬ 
prove  or  disapprove  a  system  in  its  en¬ 
tirety,  based  on  its  outputs,  and  win 
neither  disapprove  specific  features  of  a 
system  nor  disain>rove  a  syst^  because  it 
contains  features  of  the  Consensus  Model 
which  he  does  not  mdorse.  If  a  system  is 
submitted  for  s^roval  and  if  that  system 
meets  the  teste  specified  in  paragraph 
(b)(2)  of  sections  144.14,  175.17,  and 
176.13,  that  system  is  approved  for  use 
with  respect  to  dependent  stodent  cases 
of  all  types,  including  those  cases  which 
Involve  features  not  endorsed  by  the 
Commissioner,  as  for  example  the  treat¬ 
ment  of  Social  Security  benefits  for  de¬ 
pendent  students  under  the  Consensus 
Model. 

Comment.  Three  comments  were  re¬ 
ceived  on  that  portion  of  the  opening 
statonent  which  discussed  the  fact  that, 
imder  the  proposed  rule,  the  benchmark 
figures  would  be  held  constant  over  time, 
in  constant  dollars,  for  families  whose 
real  flhaanctal  strength  remains  un¬ 
changed.  PreviouBly  tiie  benchmark  fig¬ 
ures  were  to  be  updated  in  aceesdance 
.  with  dumges  in  the  C^nsuBter  Prtee  In¬ 
dex  published  by  the  Department  of 
Labor. 

One  CMnasenter  objected  to  this  pro- 
vidon  cm  the  greunds  that  it  does  not 
make  provlston  for  Resting  expected 
family  coptilautioett  to  take  account  of 
a  ’‘fundamental  shift”  in  the  ability  of 
parents  to  contribute  toward  posteec- 
<mdary  educational  costs. 

A  second  (xmunenter  questioned  that 
portion  of  the  explanation  which  stated 
that  changes  would  be  made  as  neces¬ 
sary  to  assure  that  contrffiutions  would 
remain  constant  over  time,  inquiring  who 
would  determine  such  necessity  and  on 
what  basis. 

The  third  commenter  appeared  to  in¬ 
terpret  this  statanent  as  saying  that 
the  benchmark  figures  would  be  updated 
f  rmn  a  data  base  of  1972. 

Response.  The  final  regulation  does  not 
attempt  to  accommodate  future  “funda¬ 
mental  shifts”  in  parental  ability  to  con¬ 
tribute  toward  postsecondary  education¬ 
al  costs,  because  all  of  the  specific  cir¬ 
cumstances  which  might  cause  such  a 
fundamental  shift  cannot  be  specified 
at  the  present  time.  If  such  a  f\mda- 
mental  shift  were  to  occur,  it  would 
therefore  be  necessary  to  issue  a  new 
regulation  to  recognize  it,  and  the  pres¬ 
ent  intention  would  be  to  take  such 
action. 

In  response  to  the  second  commenter, 
the  Commissioner  will  determine  what 
adjustDoente  are  necessary  and  the  basis 
used  will  be  as  described  in  the  pream¬ 
ble  of  the  proposed  regulation:  to  main¬ 
tain,  overtime,  the  same  contribution 
level,  in  constant  doDars,  for  a  famUy 
whose  financial  circumstances  remain 
unchanged,  in  constant  dollars. 

In  response  to  the  third  c(»nm^ter, 
the  Commissioner  is  adopting  a  system 
this  year  based  on  current  data  and  will 
up-date  it  hereafter  based  on  data  which 
is  current  at  the  time  of  the  update.  The 
benchmark  figures  are  not  derived  from 
Fiscal  Year  1972  data. 


The  remaining  comments  were  on  the 
body  of  the  proposed  rule,  which  aSected 
sections  144.14,  175.17,  and  176.13.  In¬ 
ternally  these  sections  are  virtually  iden¬ 
tical  to  each  other  and  use  the  same 
paragraph  letters  and  numbers.  The  fol¬ 
lowing  discussion  is  therefore  arranged 
in  the  order  of  those  internal  paragraph 
letters  and  numbers,  without  further  ref¬ 
erence  to  the  three  section  numbers. 

(b)  (1)  Comment.  Several  commenters 
objected  to  the  Commissioner’s  con¬ 
tinued  approval  of  the  Income  Tax  Sys¬ 
tem  and  the  Basic  Grants  method  of  de¬ 
termining  an  expected  parental  contri¬ 
bution  on  the  grounds  that  the  results 
produced  by  these  methods  do  not  con¬ 
form  to  the  standards  established  by  the 
Commissioner  for  the  approval  of  other 
systems. 

Response.  It  is  acknowledged  that 
neither  the  Basic  Grants  method  nor  the 
Income  Tax  System  produce  expected 
family  ocrntributlons  whMi  are  wltiiln 
$50  of  the  benebzaark  results  on  at  least 
75  percent  ef  the  set  of  saaq^  eases.  In 
the  i^wat  Kiajerlty  ^  eases  boCb  methods 
pvodoee  eapMted  contrlNitioBs  eoasid- 
eraUy  higher  than  the  benehmark  fig¬ 
ures.  Bewever,  the  CeirNnhwl<mer  does 
not  eonother  It  deeirahle  to  feree  insti- 
tuttens  tease  the  swvlo^  of  a  meed  anal¬ 
ysis  eontractor  and  therefore  feds  it  de- 
sirabte  to  continue  to  offer  any  institu¬ 
tion  idildi  chooses  not  to  use  such  a  con¬ 
tractor  a  simple  method  of  computing 
an  expected  family  contribution.  Both  the 
Basic  Grants  method  and  the  Income 
Tax  System  offer  the  institution  sueh  an 
optional  system  and  both  remain  ap¬ 
proved  in  the  final  r^ulation. 

(b)(1)  (U)  Comment.  With  respect  to 
the  $10,000  asset  exclusion  iised  for  the 
Income  Tax  System,  one  cemunenter 
m«itioned  the  fact  that  the  asset  ex- 
cluiion  now  being  proposed  for  use  in 
calculating  the  expected  family  contri¬ 
bution  under  the  Basic  Grants  program 
(announced  on  page  34331  of  the  Fed¬ 
eral  Register  of  August  14, 1975  (40  FR 
34331) )  is  $12,500  ($25,000  for  business 
and  farm  assets) .  The  recommendation 
was  made  that  the  proposed  regulation 
be  amended  to  makg  the  Income  Tax 
System  conform  to  the  Basic  Grants 
asset  exclusion. 

Response.  The  Cmnmissioner  concurs 
with  thin  comment  and  the  change  has 
been  made. 

Comment.  One  of  the  comments  made 
against  the  Income  Tax  System  ran  to 
the  effect  that  the  itemization  of  deduc¬ 
tions.  lowering  the  amoimt  of  Federal 
income  tax  paid,  accentuates  the  differ- 
eaace  between  the  amoimt  of  contribution 
expected  from  a  given  family  under  the 
Income  Tax  System  and  the  amount  ex¬ 
pected  under  the  Consensus  Model  That 
commenter  gave  as  an  example  of  such 
differences  a  two  parent,  three  child  fam¬ 
ily  with  a  $12,000  income  and  assets  of 
$M,000  and  stated  the  expected  family 
omtributlon  for  that  family  would  be 
$1240  under  the  Basic  Grant  method, 
$1419  under  the  inemne  Tax  System,  and 
$500  under  the  Consensus  Model,  using 
standard  deductions. 
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Response.  1i  the  itemization  of  deduc- 
ti<xis  would  in  fact  decrease  the  amount 
of  Federal  income  taxes  paid  in  the  ex¬ 
ample  given,  it  would  decrease  Uie  ex¬ 
pected  family  contribution  in  the  Income 
Tax  System  in  an  amoimt  exactly  equal 
to  the  decreased  tax..  In  the  other  two 
systems  named  by  the  commenter  a  de¬ 
crease  in  the  amount  of  Federal  income 
taxes  paid  would  result  in  an  increase  in 
the  expected  family  contribution  equal  to 
the  amoimt  of  decrease  multiplied  by  the 
“taxation”  rate  used  by  the  system  at  the 
affected  income  level.  In  the  example 
cited  by  the  commenter,  this  would  have 
the  tendency  to  bring  the  extremes  closer 
together,  not  the  opposite  effect  posited 
by  the  commenter,  although  other  exam¬ 
ples  could  doubtless  be  constructed  to 
show  such  an  effect,  because  the  curve  of 
expected  family  contributions  produced 
by  the  Income  Tax  System  crosses  that 
of  the  other  major  systems  at  some  poiiit. 

(b)  (2)  (ii)  Comment.  One  commenter 
pointed  out  a  potential  technical  problem 
in  that  the  sample  cases  previously  pub¬ 
lished  (i.e.,  in  ^e  Federal  Register  of 
May  21  (40  FR  22140))  are  stated  in 
terms  of  after-tax  income,  while  the  pro¬ 
posed  regulation  contemplates  deduc- 
ti(«s  from  income  for  State  and  local 
(and  Federal  income  and  Social  Secu¬ 
rity)  taxds. 

Response.  The  saihple  cases  published 
herewith  are  based  (m  income  before 
taxes,  which  solves  the  problem  on  which 
the  comment  was  made. 

(b)  (2)  (ii)  (a)  Comment.  A  question 
-  was  raised  as  to  why  the  family’s  main¬ 
tenance  less  the  student’s  maintenance 
(i.e.,  during  the  academic  year)  is  de¬ 
ducted  frmn  “the  adjusted  gross  figure  as 
determined  by  the  new  BLS  Low  Budget.” 
This  commmter  also  questioned  how  it 
was  determined  that  8  percent  of  the 
total  income  is  enough  to  cover  what  the 
family  pays  in  Federal  taxes  and  Social 
Security  and  why  no  allowance  is  made 
for  emergency  expenses  and  medical 
expenses. 

Response.  These  questions  are  based  on 
a  misinterpretation  of  the  published  No- 
'  tice  of  Proposed  Rule  Making.  The  fam¬ 
ily’s  adjusted  gross  income  is  not  deter¬ 
mined  from  BLS  figures,  which  are  to  be 
used  solely  in  establishing  the  amount 
required  to  m£iintain  a  family  of  a  given 
size  for  a  given  time  period.  This  amount 
is  deducted  from  the  sum  of  the  family’s 
income  (defined  as  its  adjusted  gross  in¬ 
come  plus  its  non-taxable  income)  as  one 
step  in  determining  the  family’s  expected 
contribution.  The  deduction  for  Federal 
income  taxes  and  Social  Security  taxes  is 
not  limited  to  8  percent.  The  mtire 
amoimt  of  such  taxes  may  be  deducted. 
The  8  percent  figure  which  is  used  is  with 
reference  to  State  and  local  taxes  and 
was  obtained  from  a  study  as  to  the 
amounts  of  such  taxes. 

The  commenter  is  correct  in  noting 
that  paragraph  (b)  (2)  (ii)  (a)  does  not 
make  provision  for  emergency  or  medical 
exposes.  Paragraph  (b)  (2)  (ill)  ad¬ 
dresses  itself  to  this  omission  by  stipu¬ 
lating  that  the  Commissioner  will  not 
select  sample  cases  which  involve  such 
expenses.  Howevo*,  it  is  expected  that 


the  student  financial  aid  offlcw  at  the 
institution  will  make  allowance  for  such 
expenses  in  view  of  the  requironents  of 
section  176.12(a)  (1)  and  (5)  which  re¬ 
quire  that  consideration  be  given  to  any 
serious  illness  in  the  family  and  to  such 
other  circumstances  as  may  affect  the 
family’s  ability  to  contribute  toward  the 
student’s  cost  of  education.  No  change 
was  made  in  the  regulation. 

(b)  (2)  (ii)  (b)  Comment.  One  com¬ 
menter  questioned  how  it  was  determined 
that  the  12  percent  “rate  of  taxation”  on 
assets  is  correct  and  commented  that  the 
present  systems  “do  not  have  sound  rea¬ 
soning  for  that  rate.” 

Response.  The  manner  in  which  an  as¬ 
set  exclusion  is  to  be  calculated  and 
labelled  (i.e.,  as  a  “retirement  allow¬ 
ance”)  is  one  of  the  features  of  the  Con¬ 
sensus  Model  with  which  the  Commis¬ 
sioner  does  not  agree.  The  12  percent  rate 
which  he  has  prescribed  is  not  a  “taxa¬ 
tion”  rate,  but  rather  a  conversion  rate, 
because  the  amount  derived  using  this 
conversion  rate  is  added  to  income.  To 
this  sum  is  then  applied  the  taxation  rate 
schedule  shown  in  (b)  (2)  (ii)  (c)  to  give 
an  effective  rate  of  taxation  on  assets 
ranging  from  2.64  percent  to  5.64  per¬ 
cent  on  that  portion  of  net  assets  which 
exceeds  $10,000. 

Comment.  One  commenter  stated  that 
the  $10,000  asset  reserve  proposed  by  the 
Commissioner  was  kept  constant  from 
1974  to  1975  and  should  be  raised  to 
$11,000  to  compensate  for  infiation  from 
1974  to  1975. 

Response.  The  August  1,  1975  notice  of 
proposed  rule  making  was  the  Commis¬ 
sioner’s  first  usage  of  a  standard  asset 
reserve  as  proposed  in  paragraph  (b)  (2) 
(ii)  (b) .  In  future  years  it  will  be  adjusted 
for  inflation.  However  no  change  is  being 
made  at  the  present  time  in  the  amount 
of  this  asset  reserve  to  compensate  for 
inflation  which  occurred  before  the  date 
of  the  August  1  notice  of  proposed  rule 
making.  " 

(c)  Comment.  Donley,  Richardson  & 
Associates  of  Twinsburg,  Ohio,  com¬ 
mented  that  their  system  of  need  analy¬ 
sis  called  the  Financial  Analysis  Service 
(FAS)  had  previously  been  approved  by 
the  Commissioner  both  for  dependent 
and  independent  students  and  further 
commented  that  its  omission  from  the 
listing  contained  in  sections  144.14, 
175.17,  and  176.13  is  an  apparent  over¬ 
sight.  They  requested  correction  of  this 
oversight  both  with  respect  to  dependent 
and  to  independent  students. 

Response.  The  omission  of  FAS  from 
the  listing  in  paragraph  (b)  (1)  of  those 
sections  was  not  an  oversight,  since  an- 
mial  review  is  required  of  all  private 
need  analysis  systems  for  use  with  re¬ 
spect  to  dependent  students.  However, 
paragraph  (c)  (1)  has  been  amended  to 
Include  FAS  in  the  list  of  need  analysis 
systems  approved  for  use  with  respect  to 
self-supporting  or  independent  studoits. 

(d)  Comment.  Sev^al  cwnmenters  re¬ 
marked  on  the  lateness  of  September  1 
as  the  date  on  which  the  Commissioner 
will  publMi  his  IM  of  approved  need 
analysis  systems.  One  c(»nmenter  sug¬ 
gested  that  the  list  be  published  by 


March  1  of  the  year  before  it  will  be 
“used,”  because  most  financial  aid 
awards  to  students  are  made  before  the 
beginnin£f  of  the  academic  year. 

Response.  The  date  ol  September  1 
precedes  by  6  months  the  date  of  March  1 
suggested  by  the  one  commenter,  because 
it  is  September  1  of  the  year  preceding 
the  academic  year  in  which  awards  will 
be  made  available  to  students  on  the 
basis  of  need  as  calculated  pursuant  to 
such  an  approved  ssrstem.  This  date  is 
consistent  with  the  present  practices  and 
time  schedules  for  institutions  to  apply 
for  awards  under  the  campus-based  pro¬ 
grams  and  to  im>cess  student  applica¬ 
tions  for  financial  aid.  No  change  has 
been  made  in  the  regulation. 

Comment.  One  comment  was  received 
to  the  effect  that  “private”  systems  of 
need  analysis  ^ould  not  be  eliminated. 

Response.  Paragraph  (d)  of  the  three 
sections  establishes  procedures  for  sys¬ 
tem  approval.  Any  private  system  may  be 
submitted  for  approval  under  that  para¬ 
graph.  Additionally  it  was  stated  in  the 
preamble  of  tiie  notice  oi  proipoBed  rule 
making  that  the  proposed  rule  would  per¬ 
mit  the  approval  of  the  Consoisus  Model 
as  well  as  closely  similar  systems.  Both  of 
the  two  largest  private  systems,  which 
are  the  College  l^holarship  Service  and 
the  American  Cc^ege  Testing  Program, 
have  adopted  the  Consensus  Model  and 
are  therefore  expected  to  be  approved 
when  they  are  submitted  pursuant  to  the 
final  regrulatlon. 

(e)  Comment.  One  commenter  re¬ 
quested  that  the  duration  of  iqiproval  be 
specified  as  beginning  9  months,  rather 
than  10  months,  after  the  September  1 
listing,  because  the  academic  year  at  the 
commenter’s  institution  begins  in  June. 

Response.  The  requested  change  has 
been  made. 

Other.  One  commenter  made  certain 
suggestions  concerning  the  overaward 
regulations  contained  in  sections  144.15, 
175.18,  and  176.14.  TThose  regulations 
were  published  as  final  on  May  21,  1075, 
and  were  not  proposed  for  amendment  in 
the  August  1  notice  of  proposed  rule 
making.  No  changes  are  being  made  in 
those  sections  at  this  time. 

B.  Effect  of  Revisions 

(1)  Date  of  implementation.  In  the 
preamble  of  the  notice  of  pr(^x)6ed  rule 
making,  the  Commissioner  stated  his  in¬ 
tention  to  expedite  his  review  of  com¬ 
ments  and  publication  of  the  regulation 
in  final  so  that  need  analysis  systems 
seeking  approval  may  file  their  submis¬ 
sions  at  the  earliest  possible  date.  It  is 
obvious  that,  during  this  first  year  of  the 
new  regulation,  the  dates  of  June  30  for 
submission  of  S3rstems  and  Sept^ber  1 
for  publication  of  the  list  of  iqiproved 
systems  cannot  be  met.  However,  the 
Commissioner  does  expect  to  publish  a 
list  of  approved  systems  for  making 
awards  to  students  for  academic  year 
1976-77.  Systems  seeking  approval  are 
therefore  invited  to  submit  at  their  earil- 
est  convenience  their  requests  for  ap¬ 
proval  pursuant  to  paragraph  (d)  of  sec- 
ti(ms  144.14,  175.17,  and  176.13.  (In  the 
notice  of  closing  date  for  reoHpt  of  tai- 
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stitutional  applications  for  funds  to  op¬ 
erate  these  three  programs  during  aca¬ 
demic  year  1976-77,  which  was  set  at  Oc¬ 
tober  17,  1975,  institutions  were  advised 
to  pr^are  such  applications  using  a  sys¬ 
tem  or  systra:is  of  need  arndysis  approved 
by  the  Commissioner  for  use  in  determln- 
1^  student  awards  imder  these  programs 
for  the  1975-76  academic  year.) 

(2)  Derivation  of  benchmark  figures. 

As  explained  in  the  preamble  of  the 
notice  of  proposed  rule  making,  the  regu¬ 
lation  published  on  May  21  has  been 
amend^  to  establish  a  new  procedure  for 
deriving  benchmark  figures  for  the  set 
of  sample  cases  according  to  which  need 
analysis  systems  for  dependent  students 
will  be  approved.  The  new  procedure  uti¬ 
lizes  the  basic  conceptual  structure  of  the 
“Consensus  Model”  recommended  by  the 
National  Task  Force  on  Student  Finan¬ 
cial  Aid  Problems  (p(^ularly  called  the 
“Keppel  Task  Force”),  rather  than  the 
system  of  updating  the  figures  from  the 
1974-75  "Ebcpected  Parent’s  Contribu¬ 
tions  from  Adjusted  Effective  Income” 
published  by  the  College  Scholarship 
Service.  The  benchmaric  figures  derived 
according  to  this  new  procedure  for  the 
set  of  sample  cases  now  being  used  are 
published  herewith  as  Appendix  A. 

As  further  discussed  In  the  preamble 
of  the  notice  of  proposed  rule  making, 
these  benchmark  figm^s  will  be  adjusted 
annually  In  the  future  In  such  a  fashion 
as  to  maintain  a  constant  contribution. 

In  constant  dollars,  for  a  family  whose 
real  financial  strengrth,  in  income  and 
assets,  remains  unchanged  In  constant 
dollars.  C.  Pursuant  to  the  authority 
contained  In  sections  464,  444,  413B,  and 
413C  of  the  Hlgho*  Education  of 
1965,  as  amended  (20  UJB.C.  1087dd,  42 
U.S.C.  2754,  and  20  UJl.C.  1070b-l  Md 
1070b-2) .  Parts  144, 175  and  176  of  Title 
45  Of  the  Code  of  Federal  Regulations 
are  amended  as  set  forth  below. 

ffffeettoe  dote.  The  Notiec  <A  Proposed 
Rule  Making  was  tnumltted  to  the  Con¬ 
gress  pursuant  to  Section  431(d)  of  the 
General  Education  Provisions  Act,  as 
amended  (20  n.S.C.  1232(d)).  The  time 
period  set  forth  therein  for  Congres¬ 
sional  action  has  expired  without  such 
action  having  been  taken.  These  regula¬ 
tions  shall  become  effective  Octob^  21, 
1975. 

(Catalog  of  Federal  DomMtic  Assistance  No. 
13.418,  Sufiplefnental  Bdsioaitkioal  Opportu- 
oMy  Grants  Program:  No.  18.463,  Higher  Ndn- 
eatlon  W<»:k-Studr.  No.  18.471,  National  Di¬ 
rect  Student  Loans)  ‘ 

Dated :  September  19, 1975. 

Duaits  J.  Mattheis, 

Acting  U.S.  ComvUuloner 
of  Education. 

Approved:  October  14, 1975. 

David  Mathews. 

Secretary  of  Health, 

Education,  and  Welfare. 

PART  144^-NATIONAL  DIRECT 
STUDENT  LOAN  PROGRAM 

1.  Section  144.14  of  Part  144  of  Title  45 
of  the  Code  of  Fedaral  Regulations  Is 
amoided  to  read  as  follows: 


§  144.14  Approved 
terns. 


need  analysis  sys- 


(a)  In  order  to  comply  with  the  re¬ 
quirements  of  i  144.7(b),  an  Institution 
shall  utilize  a  need  analysis  system  or 
method  of  calculation  approved  by  the 
Commissioner  for  that  purpose  pursuant 
to  this  section. 

(b)  Dependent  students.  (1)  The  Com¬ 
missioner  has  approved  the  following 
systems  for  the  purpose  of  $  144.7(b), 
with  respect  to  dependent  students: 

(1)  The  method  of  calculating  an  ex¬ 
pected  family  contribution  used  in  the 
Basic  Educati(Hial  Oppoitimity  Grants 
Program  (45  CFR  Part  190) ;  and 

(ii)  The  Income  Tax  System,  if  ad¬ 
justed  to  refiect  the  number  of  the  par¬ 
ents’  dependent  children  who  are  attend¬ 
ing  institutions  of  higher  education.  For 
purposes  of  this  section,  the  expected 
faxnily  contribution  calculated  according 
to  the  Income  Tax  System  shall  be  an 
amount  equal  to  the  amount  of  Federal 
income  tax  paid  by  the  parents  of  a  stu¬ 
dent,  plus  5  percent  of  such  parents’  net 
assets  in  excess  of  $12,500  ($25,000  in 
the  case  of  farm  and  business  assets) 
and  any  amount  the  student  is  reason¬ 
ably  able  to  contribute. 

(2)  The  Commissioner  will  approve 
any  other  need  analysis  system  for  the 
purpose  of  9  144.7(b),  for  use  with  re¬ 
flect  to  dependent  students,  which  is 
sulmiitted  In  accordance  with  the  pro¬ 
cedures  set  forth  In  paragraph  (d)  of  this 
section  and  which  meets  the  following 
criteria: 

(1)  The  system  must  produce,  as  its 
standard  output,  expected  parents’  con¬ 
tribution  figures  for  dependent  students 
which:  (a)  increase  in  reasonably  smooth 
increments  as  the  parents’  financial 
strength,  measured  In  real  terms,  in¬ 
creases;  and  (b)  are  equal  for  fantiUcs 
of  equal  measured  financial  strength; 
and 

(li)  The  system  must  produce  expected 
parents’  eontrfinitlon  figures  which,  for 
at  least  75  percent  of  a  set  of  sample  Cases 
developed  and  made  available  by  the 
Commissioner,  deviate  by  less  than  $50 
from  the  figures  produced  for  such  sam¬ 
ple  eases  by  the  following  calculations: 

(a)  From  the  sum  of  the  adjusted 
gross  income  and  non- taxable  income  of 
the  parents,  there  will  be  deducted  the 
amount  of  Federal  Income  taxes  and  So¬ 
cial  Security  taxes,  an  allowance  of  8 
percent  of  total  income  for  state  and  lo¬ 
cal  taxes,  and  an  amount  required  to 
maintain  the  family  (exclusive  (ff  the 
student’s  maintenance  during  the  aca¬ 
demic  i^ear)  ai  the  Bureau  of  Labor  Sta¬ 
tistics  consumption  cost  estimates  at  a 
low  standard  of  living; 

(b)  To  the  imnainder  obtained  In 
subparagrai^  (a)  will  be  added  12  per- 
emt  of  the  net  market  or  cash  value 
the  parents’  assets  remaining  after  de¬ 
duction  of  related  debt  and  a  standard 
asset  reserve  of  $10,000;  and 

(c)  The  following  rate  schedule  of  ex¬ 
pect^  contributions  will  then  be  iMni>li6fi 
to  the  sum  obtained  in  subparagraiA 
(b): 


UtlMW 

The  expected  contribution  Is— 

AtlMWt- 

Bat  1m 
ttMD— 

•0 . . 

•4.000 

23  persent  o(  the  ajBount  over 

to. 

•*,000. . 

5,000 

•880+25  pereent  of  the  amount 
over  84,000. 

15,000 . 

aooo 

•1U(H-3B  poroent  of  the  amount 
over  85,000. 

•5,000 . 

7,000 

•1420+S4  pereent  of  the  amount 
over  tAOOO. 

•7,000 . 

8,000 

•1700+40  percent  of  the  amount 
over  87,000. 

•8,000 . 

•2100+47  percent  of  the  amount 
over  t8,000. 

(iil)  In  developing  the  samtde  cases 
for  the  purposes  of  this  paragraph,  the 
G(nnmi8sioner  shall  select  only  cases  in 
which  the  age  of  the  main  wage  earner 
is  45  years  and  in  which  the  elements  set 
forth  in  subparagraph  (2)  (ii)  oi  this 
paragraph  are  generally  present.  Accord¬ 
ingly,  cases  will  not  be  sheeted  which 
involve  medical  and  dental  expenses, 
casualty  and  theft  losses,  housekeeping 
allowances,  farm  or  busing  assets,  more 
than  one  family  member  attending  post¬ 
secondary  institutions.  Social  Security  or 
Veteran’s  benefits  or  ctny  unusual  f  a^y 
circumstance. 

(iv)  In  comparing  the'output  of  a  sys¬ 
tem  submitted  for  approval  under  these 
regulations  with  the  figures  fmr  the 
standard  sample  cases,  an  ..expected 
parental  contribution  of  less  than  zero 
shall  be  treated  as  zero. 

(v)  The  figures  for  the  set  of  sample 
cases  used  for  purposes  of  this  paragraph 
shall  be  revised  annually  for  infiation  by 
adjusting  the  deductions  for  family 
maintenance,  the  $10,000  standard  de¬ 
duction  fr(»n  assets  and  the  rates  of  con¬ 
tribution  frcun  Income  and  assete  as 
necessary  la  sinh  a  tanner  that  the  re- 
vised  standard  expected  coaitciratkms, 
expressed  in  conetaiit  doBaM,  retain 
constant  for  f  amiliec  with  equal  kieome 
and  asset  positions  measured  In  constant 
dollars. 

(c)  Independent  students.  (D  TTie 
Cooomissioner  has  ipprofved  the  f(^w- 
ing  systons  for  the  purpose  of  9  144.7(b) , 
with  respect  to  independent  studoits:  * 

(1)  The  metlKxl  of  calculating  an  ex¬ 
pected  fanfily  contribution  used  In  the 
Basic  Educational  Opportunity  Grants 
Program  (45  CFR  Part  190) ; 

(U)  The  system  of  need  analysis  pub¬ 
lished  by  the  American  College  Testing 
Program; 

(111)  The  system  of  need  analysis  pub¬ 
lished  by  the  College  Scholarship  Serv¬ 
ice; 

(iv)  ’The  system  of  need  analysis  pub¬ 
lished  by  the  Graduate  and  Pn^essicmal 
Student  Financial  Aid  Service ;  and 

(v)  The  system  of  need  analysis  pub¬ 
lished  by  Financial  Analysis  Service.  Inc., 
a  division  of  Donley,  Richardson  b  Asso¬ 
ciates. 

(2)  The  Commissioner  will  e^prove 
any  other  need  analysis  system  tor  the 
pxupose  of  9  144.7(b) .  for  use  with  respect 
to  Independent  students,  which  is  sub¬ 
mitted  in  accordance  with  the  procedures 
set  forth  in  paragraph  (d)  oi  this  sectiOQ 
and  which  meets  the  following  criteria: 
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(i)  The  system  must  produce,  as  its 
standard  output,  expected  family  con¬ 
tribution  figures  for  independent  stu¬ 
dents  which;  (a)  Increase  in  reasonaUy 
smooth  increments  as  the  fmnily  finan¬ 
cial  strength,  measured  in  real  tmms,  in¬ 
creases;  and  (b)  are  eqiud  for  families 
of  equal  measured  financial  strmigth; 
and 

(ii)  Hie  system  must  mroduce  expected 
family  contribution  figures  which  are 
comparaUe  to  those  produced  by  one  of 
the  systems  specified  in  paragraph  (c) 
(1)  of  this  secti<m. 

(d)  Ai^Ucation  procedures  for  system 
approvaL  Any  person  or  Institution  seek- 
i^  to  have  a  need  analysis  system  iq>- 
lanved  by  the  Commissioner  pursuant  to 
paragraph  (b)(2)  of  this  secticm  shall 
sutaiit  such  system  to  the  Commissioner 
prior  to  June  30  of  each  year.  Such  sub¬ 
mission  shall  consist  of  sufficient  infor- 
matton  to  enable  the  Cbmmis8ion«:  to 
determine  that  the  system  meets  the  cri¬ 
teria  set  forth  hi  that  subparagraph,  in¬ 
cluding  the  expected  family  contribution 
figures  produced  lay  the  ssrstem  for  the 
samide  cases  devel(g)ed  and  made  avail- 
aide  by  the  cmnmlssioner.  Any  perscm  or 
instituticm  peeking  to  have  a  ne^  analy¬ 
sis  system  approved  by  the  Cwnmlssloner 
pursuant  to  paragraph  (c)  (2)  of  this  sec¬ 
tion  shall,  prior  to  June  30  of  any  year, 
submit  to  t^  Commissioner  sufficient  in- 
formati(m  to  enable  him.  to  determine 
that  the  system  meets  the  criteria  set 
forth  in  that  subparagnqdi.  On  or  bef  (ure 
Septmber  1  of  each  year,  the  Oommis- 
sicmer  will  publish  in  the  FtoxasL  Rnm- 
Txa  a  list  at  all  need  analysis  systems  or 
methods  of  calculation  which  have  been 
iqiproved  for  use  in  the  succeeding  aca¬ 
demic  year. 

(e)  Duration  ot  ai^oval.  Need  anal¬ 
yse  systems  approved  pursuant  to 
paragraphs  (b)  (1)  and  (c)  (1)  of  this  sec¬ 
tion  are  approved  without  a  specific  ex¬ 
piration  date.  A  need  analysis  system  8q>- 
proved  pursuant  to  paragraph  (b)  (2)  of 
this  section,  and  Included  on  the  list  pub¬ 
lished  by  the  Cmnmlssioner  on  or  before 
September  1,  ot  one  year,  may  be  used  by 

.an  institution  (1)  in  preparing  its  ap¬ 
plication  for  funds  under  tUb  part  vdiich 
is  to  be  submitted  mx  or  briore  the  pub¬ 
lished  closing  date  next  following  that 
September  1;  and  (2)  in  determining  the 
eligibility  of  students  for  loans  under  this 
part,  azul  in  calculating  the  amount  of 
such  loans,  to  be  used  the  students 
during  any  acadraiic  year  commencing 
not  eariler  than  9  numths  and  not  later 
than  22  mcmtiis  fcdlowing  that  Septem¬ 
ber  1.  A  need  analysis  system  approved 
pursuant  to  paragraph  (c)(2)  of  this 
sectkm  shall  be  approved  for  an  indef¬ 
inite  period  of  time,  but  the  Cbmmis- 
sioner  may  request  periodic  confirma¬ 
tion  that  the  system  renains  in  compli¬ 
ance  with  the  criteria  set  fmrth  in  Uiat 
paragnqih. 

(f)  Adjustments.  The  institution  may, 
in  an  individual  case,  further  adjust  the 
expected  family  cmitributlon  calculated 
according  to  one  of  the  need  anahrsis  sys¬ 
tems  approved  pursuant  to  thi^secticm 
if  the  student  financial  aid  officer  of  the 
institution  has  reawn  to  believe  that 


such  expected  family  contribution  does 
not  realistically  reflect  the  ability  ot  the 
student  and  his  parents  to  contribute  to¬ 
wards  the  student’s  cost  of  education. 
Such  adjustments  shall  be  documented 
in  writing,  with  an  acctnnpcuisring  ex- 
idanation,  and  made  a  part  of  the  in¬ 
stitution’s  records  with  respect  to  this 
part. 

(30  UA-c.  loerdd) 


PART  ITS— COLLEGE  WORK-STUDY 
PROGRAM 

2.  Section  175.17  Of  Part  175  of  Title  45 
of  the  Code  of  Federal  Regidations  is 
amended  to  read  as  follows : 

§  175.17  Approved  need  snslyis 
tons. 

(a)  In  order  to  comply  with  the  re¬ 
quirements  of  S  175.5(c).  an  institution 
shall  utilize  a  need  analysis  system  or 
method  of  calcidation  approved  by  the 
Commissioner  for  that  purpose  pursuant 
to  this  sMtion; 

(b)  Dependent  students.  (1)  ’The  Com¬ 
missioner  has  sqxproved  the  following  sirs- 
temn  for  the  purpose  of  1 175.5(c).  with 
respect  to  dependent  students: 

(1)  ’The  method  ot  calculating  an  ex¬ 
pected  family  c<mtribution  used  in  the 
Basie  EducatUmal  Opportunity  Orants 
Program  (45  CFR  Part  190) ;  and 

(il)  The  Income  Tax  System,  if  ad¬ 
justed  to  reflect  the  nmnber  of  the  par¬ 
ents’  dependent  children  who  are  attend¬ 
ing  institutions  of  higher  education.  For 
purposes  of  this  section,  the  expected 
fandly  contribution  calculated  according 
to  the  Income  ’Tax  System  shall  be  an 
amount  equal  to  the  amount  of  Federal 
Incmne  tax  paid  by  the  parents  of  a  stu¬ 
dent,  plus  5  percent  of  such  parents’  net 
assets  in  excess  of  $12,500  ($25,000  in  the 
case  of  farm  and  business  assets)  and 
any  amount  the  student  is  reasonably 
able  to  contribute. 

(2)  The  Commissioner  will  approve  any 
other  need  analysis  system  for  the  pur¬ 
pose  of  8  175A(c) .  for  use  with  respect  to 
dependent  students,  which  is  submitted 
in  accordance  with  the  procedures  set 
forth  in  paragraph  (d)  of  this  section 
and  which  meets  the  following  criteria: 

(i)  *nie  syston  must  produce,  as  its 
standard  outi>ut,  expected  parents’  con- 
tributUm  figiures  for  dependent  students 
which:  (a)  Increase  in  reasonable 
smooth  increments  as  the  parents’  finan¬ 
cial  strength,  measured  in  real  terms,  In- 
creaaaa;  and  (b)  are  equal  for  families 
of  equal  measured  financial  stirength; 
and 

(ii)  The  systm  must  produce  expected 
parents’  contribution  figures  which,  for 
at  least  75  percentof  a  set  of  sample  cases 
developed,  and  made  available  by  the 
Commissioner,  deviate  by  less  than  $50 
from  the  figum  produced  for  such  sam¬ 
ple  cases  by  the  following  calculations; 

(a)  Fnm  the  sum  of  the  adjusted 
gross  Income  and  non-taxable  income  of 
the  parents,  there  will  be  deducted  the 
amount  of  Federal  income  taxes  and  So¬ 
cial  Security  taxes,  an  allowance  of  8 
percent  of  total  Income  for  state  and 
local  taxes,  and  gix  amoimt  required  to 


maintain  the  family  (exclusive  of  the 
student’s  maintenance  during  the  aca¬ 
demic  year)  at  the  Bureau  of  Labor  Sta¬ 
tistics  consumpti<m  cost  estimates  at  a 
low  standard  of  living; 

(b)  To  the  remainder  obtained  in  sub- 
paragraph  (a)  will  be  added  12  percent 
of  the  net  market  or  cash  value  of  the 
parents'  assets  remaining  after  deduc¬ 
tion  of  related  debt  and  a  standard  asset 
reserve  of  $10,000;  and 

(c)  The  following  rate  schedule  of  ex¬ 
pected  contributions  will  then  be  applied 
to  the  sum  obtained  in  subparagraph 
(b): 


If  th6  nw>  !•— 

-  The  expected  oontiibatioB  ia— 

At  least—  Bat  less 
then— 


to .  KOOO  22^^mnt  of  the  eznoont  over 

tt,000 .  5, 000  t88(H-25  percent  of  the  amoont 

over  $4,000. 

$5,000 .  6,000  $IltO+»  percent  of  the  amoont 

over  $5,000. 

$6,000 .  7,000  $1430+64  percent  of  the  amoont 

o w  SftpCNX). 

$7,000 .  8,000  $l7i(H-40pawnto(tlMtmoant 

<mr  $7,000. 

18,000 . $218(H-47pcroentoftbeunoQnt 

aTir|8,iK)0. 


(ill)  Ih  dsfveloping  the  sample  cases 
for  the  purposes  of  this  paragraph,  the 
Commissioner  shall  select  only  cases  in 
which  the  age  of  the  main  wage  earner 
is  45  years  and  in  which  the  elements 
set  f<Mth  In  snlyaragnqdi  (2)  (11)  of 
this  paragraph  are  generally  present. 
Accordingly,  cases  will  not  be  sriected 
which  involve  medical  and  dental  ex¬ 
penses.  casualty  and  theft  losses,  house¬ 
keeping  allowances,  farm  or  business 

thSSetS,  more  orm  family  mamhar 

attending  postsecfmdary  institutions. 
Social  Security  or  Veteran’s  benefits  or 
any  unusual  family  circumstance. 

(iv)  In  comparing  the  output  of  a  sys¬ 
tem  submitted  for  apiHuval  under  these 
regulations  with  the  figures  for  the 
standard  sample  cases,  an  expected 
parental  contribution  of  less  than  lero 
shall  be  treated  as  zero. 

(V)  The  figures  for  the  set  of  sample 
cases  used  for  purposes  of  this  para- 
grsqih  shall  be  revl^  annually  for  in- 
fitition  by  adjusting  the  deductions  for 
family  maintenance,  the  $10,000  stand- 
ud  deductiem  from  assets  and  the  rates 
of  contribution  from  Income  and  assets 
as  necessary  in  such  a  manner  that  the 
revised  standard  expected  contributions, 
expressed  in  constant  dollars,  remain 
constant  far  iamlUes  with  equal  inemne 
and  asset  pesitinni  measuted  la  constant 
dollars. 

(c)  Independent  students.  (1)  Hie 
Commissioner  has  approved  the  follow¬ 
ing  systems  for  the  purpose  of  f  175.5(c) . 
with  respect  to  independent  students: 

(i)  ’Ihe  method  of  calculating  an  ex¬ 
pected  family  contributkm  laed  in  the 
Basic  Educational  Opportunity  Orants 
Progrsun  (45  CFR  Part  190) ; 

(ii)  The  system  of  need  analysis  pub¬ 
lished  by  the  American  Ckdlege  ’Testing 
Prognun; 

(ili)  The  system  of  need  snalysis  pub¬ 
lished  by  the  College  SchoUrsl^  Serv¬ 
ice; 
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(tv)  The  system  of  need  analysis  pub¬ 
lished  by  the  Graduate  and  Professional 
Student  Financial  Aid  Service;  and 
(V)  The  system  of  need  analysis  pub¬ 
lished  by  Flnancal  Analysis  Service,  Inc., 
a  division  of  Donley,  Richardson  li  Asso¬ 
ciates. 

(2)  The  Commissioner  will  approve 
any  other  need  analysis  system  for  the 
purpose  of  8  175A(c),  for  use  with  re¬ 
sect  to  indepoident  students,  which  is 
submitted  In  accordance  with  the  pro¬ 
cedures  set  forth  In  paragraph  (d)  of  this 
section  and  which  meets  the  following 
criteria: 

(I)  The  system  must  produce,  as  Its 
standard  output,  expected  family  contri¬ 
bution  figures  for  independent  students 
which:  (a)  Increase  in  reasonably 
smooth  Increments  as  the  family  finan¬ 
cial  strength,  measured  in  reed  terms.  In¬ 
creases;  and  (b)  are  equal  for  families  of 
equal  measured  financial  strength;  and 

(II)  the  system  must  produce  expected 
famUy  contribution  figures  which  are 
comparable  to  those  produced  by  one  of 
the  systems  specified  in  paragraph  (c)  (1) 
of  this  section. 

(d)  Application  procedures  for  system 
approval.  Any  person  or  Instituticm  seek¬ 
ing  to  have  a  need  analysis  system 
approved  by  the  Commissioner  pursuant 
to  paragraph  (b)  (2)  of  this  section  shall 
submit  such  system  to  the  Commissioner 
prior  to  June  30  of  each  year.  Such  sub¬ 
missions  shall  consist  of  sufficient  Infor¬ 
mation  to  enable  the  Commissioner  to 
determine  that  the  system  meets  the 
criteria  set  forth  In  that  subparagraph, 
including  the  expected  family  contribu¬ 
tion  figtpres  produced  by  the  system  for 
the  sample  cases  developed  and  made 
available  by  the  Commissioner.  Any  per¬ 
son  or  institution  seeking  to  have  a  need 
analysis  system  approved  by  the  Com¬ 
missioner  pursaunt  to  paragn^h  (c)  (2) 
of  this  sectimi  shall,  prior  to  June  30  of 
any  year,  submit  to  the  Commissioner 
sufficient  information  to  enable  him  to 
determine  that  the  system  meets  the 
criteria  set  forth  in  that  subparagraph 
on  or  before  Septonber  1  of  each  year, 
the  Commissioner  will  publish  in  the 
Federal  Register  a  list  of  all  need  anidy- 
sis  systems  or  methods  of  calculation 
which  have  been  approved  for  use  in  the 
succeeding  academic  year. 

(e)  Duration  of  approval.  Need  analy¬ 
sis  systems  approved  pursuant  to  para¬ 
graphs  (b)  (1)  and  (c)  (1)  of  this  section 
are  approved  without  a  specified  expira¬ 
tion  date.  A  need  analysis  astern  iqi- 
proved  pursuant  to  paragraph  (b)(2) 
of  this  section,  and  included  on  the  list 
published  bs'  the  Commissicmer  on  or 
before  September  1  of  one  year,  may  be 
used  by  an  institution  (1)  preparing  its 
application  for  funds  xmder  this  part 
which  is  to  be  submitted  cm  or  before  the 
publl^ed  closing  date  next  following 
that  September  1;  and  (2)  in  determin¬ 
ing  the  eligibility  of  students  for  em¬ 
ployment  under  this  part  and  in  calculat¬ 
ing  the  amoirnt  of  such  employment  to 
be  made  available  to  a  student  during 
any  academic  year  commencing  not  ear¬ 
lier  than  9  months  and  not  later  than 
22  months  following  that  S^tember*!. 


A  need  anidysis  system  approved  pur¬ 
suant  to  paragraph  (c)  (2)  ^  this  section 
shall  be  iqiproved  for  mi  indefinite  pe¬ 
riod  of  time,  but  the  Commissioner  may 
request  periodic  confirmation  that  the 
system  remains  in  compUance  with  the 
criteria  set  forth  in  that  paragnq^- 
(f )  Adifutments.  The  institution  may, 
in  an  individual  case,  further  adjust  the 
expected  family  ccmtribution  calculated 
according  to  one  of  the  need  analysis 
systems  M?proved  pursuant  to  this  sec¬ 
tion  if  the  student  financial  aid  officer  of 
the  institution  has  naawx  to  b^eve 
that  svah  expected  family  contribution 
does  not  realikically  reflect  the  ability  of 
the  student  and  his  parents  to  contrib¬ 
ute  towards  the  student’s  cost  of  educa¬ 
tion.  Such  adjustments  shall  be  docu¬ 
mented  in  writing,  with  an  accompany¬ 
ing  explanation,  and  made  a  part  of  the 
institution’s  records  with  respect  to  this 
part. 

(43  nj9.c.  avM) 

PART  176--SUPPLEMENTAL  EDUCA¬ 
TIONAL  OPPORTUNITY  GRANTS  PRO¬ 
GRAM 

3.  Section  176.13  of  Part  176  of  nUe 
45  of  the  CJode  of  Federal  Regulations  is 
revised  to  read  as  follows: 

§  176.13  Approved  need  analysis  sys¬ 
tems. 

(a)  In  order  to  comply  with  the  re- 
quiremoits  of  1 176.12,  an  institution 
shall  utilize  a  need  analysis  system  or 
method  of  calculation  ai^roved  by  the 
Commissioner  for  that  purpose  pursuant 
to  this  section. 

(b)  Dq;)endent  students.  (1)  The  Com¬ 
missioner  has  approved  the  following  sys¬ 
tems  for  the  purpose  of  1 176.12(a) : 

(1)  The  method  of  calculating  an  ex¬ 
pected  family  contribution  used  in  the 
Btuic  Educational  Opportunity  Grants 
Program  (45  CFR  Part  190) ;  and 

.  (ii)  The  Income  Tax  Syst^,  if  ad¬ 
justed  to  reflect  the  numb^  of  the  par¬ 
ents’  dependent  children  who  are  attend¬ 
ing  institutions  of  higher  education.  For 
purposes  of  this  section,  the  expected 
family  contribution  calculated  accord¬ 
ing  to  the  Income  Tax  System  shall  be 
an  amcmnt  equal  to  the  amount  of  Fed¬ 
eral  Income  tax  paid  by  the  parents  of  a 
student,  plus  5  percent  of  such  parents’ 
net  assets  in  excess  of  $12,500  ($25,000  in 
the  case  of  farm  and  business  assets) 
and  any  amount  the  student  is  reason¬ 
ably  able  tx>  contribute. 

(2)  The  Commissioner  will  approve 
Miy  other  need  analysis  system  for  the 
purpose  i  176.12(a)  which  is  submitted 
in  acccardance  with  the  procedures  set 
forth  in  peragrsq>h  (d)  of  this  section 
and  which  meets  the  following  criteria: 

(1)  The  systrai  must  produce,  as  its 
standard  output,  expected  parents’  con¬ 
tribution  figures  for  dependent  students 
which:  (a)  increase  in  reasonably 
smooth  increments  as  the  parents’ 
financial  strength,  measured  in  real 
terms,  increases;  and  (b)  are  equal  for 


families  d  equal  measured  financial 
strength;  and 

(ii)  The  iQrstem  must  produce  ex¬ 
pected  parents’  contribution  figures 
whUh,  for  at  least  75  percent  of  a  set 
of  sample  cases  developed  and  made 
available  by  the  Commissioner,  deviate 
by  less  than  $50  from  the  figures  pro¬ 
duced  for  such  sample  cases  by  the  fol¬ 
lowing  calculations : 

(a)  From  the  sum  of  the  adjusted 
gross  income  atkl  non-taxaUe  income  of 
the  parents,  there  will  be  deducted  the 
amount  of  Federal  income  taxes  and 
Social  Security  taxes,  an  afiowance  of  8 
percent  of  total  income  for  state  and 
local  taxes,  and  an  amount  required  to 
maintain  the  family  (exclusive  of  the 
student’s  maintenance  during  the  aca¬ 
demic  year)  at  the  Bureau  of  Labor 
Statistics  consumption  cost  estimates  at 
a  low  standard  of  living; 

(b)  To  the  remainder  obtained  in  sub- 
paragraph  (a)  will  be  added  12  percent 
of  the  net  market  or  cash  value  of  the 
parents’  assets  remaining  after  deduction 
of  related  debt  and  a  standard  asset  re¬ 
serve  of  $10,000;  and 

(c)  The  following  rate  schedule  of  ex¬ 
pected  contributions  will  then  be  applied 
to  the  sum  obtained  in  subparagraph 
(b): 

If  the  sum  is— 


-  The  expected  contribution  is— 

At  least—  But  less 

than—  ^ 

$0 .  $4,000  22^ercent  of  the  amount  over 

$4,000 .  5, 000  $880+25  percent  of  the  amount 

over  $4,000. 

$5,000 .  0,000  $1130+29  percenter  the  amount 

over  $5,000. 

$6,000. .  7,000  $1420+84  percent  of  the  amount 

over  $6,000. 

$7,000. .  8,000  $1760+40  percent  of  the  amount 

over  $7,000. 

$8,000 . $2160+47  percent  of  the  amount 

over  $8,000. 


(iil)  In  developing  the  sample  cases 
for  the  purposes  of  this  paragraph,  tiie 
Commissioner  shall  select  only  cases  in 
which  the  age  of  the  main  wage  earner 
is  45  years  and  in  which  the  elements 
set  forth  in  subparagraph  (2)  (ii)  of  this 
paragraph  are  generally  present.  Ac¬ 
cording]^,  cases  will  not  be  selected 
which  involve  medical  and  dental  ex¬ 
penses,  casualty  and  theft  losses,  house¬ 
keeping  allowances,  farm  or  business  as¬ 
sets,  more  than  one  family  member 
att^ding  postsecondary  institutions. 
Social  Security  or  Veteran’s  benefits  or 
any  unusual  family  circumstance. 

(iv)  In  comparing  the  outimt  of  a 
system  submitted  for  approval  under 
these  regulations  with  the  figures  for 
the  standard  sample  cases,  an  expected 
paren^  contribution  of  less  than  zero 
shall  be  treated  as  zero. 

(V)  The  figures  for  the  set  of  sample 
cases  used  for  purposes  of  this  para- 
graidi  shall  be  revised  annually  for  in¬ 
flation  by  adjusting  the  deductions  for 
family  maintenance,  the  $10,000  stand¬ 
ard  deduction  from  assets  and  the  rates 
of  contribution  from  income  and  assets 
as  necessary  in  such  a  manner  that  the 
revised  *  standard  expected  contribu¬ 
tions,  expressed  in  constant  dollars,  re- 
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main  constant  for  families  with  equal 
income  and  asset  positions  measured  in 
constant  dollars. 

(c)  Independent  students.  (1>  The 
Commissioner  has  approved  the  follow¬ 
ing  systems  for  the  purpose  of  §  176.12 
(b)  with  respect  to  independent  stu¬ 
dents: 

(1)  The  method  of  calculating  an  ex¬ 
pected  family  contribution  used  in  the 
Basic  Educational  Oi^iortunity  Grants 
Program  (45  CPR  Part  190) ; 

(il)  The  system  of  need  analysis  pub¬ 
lished  by  the  American  College  Testing 
Program; 

(ili)  The  system  of  need  analysis  pub¬ 
lished  by  the  College  8(diolarship  Serv¬ 
ice;  and 

(iv)  The  system  of  need  analysis  pub¬ 
lished  by  Financial  Ana^sis  Service,  Inc., 
a  division  of  Donley,  Richardson  Si  Asso¬ 
ciates. 

(2)  The  Commissioner  will  approve 
any  other  need  analysis  system  for  the 
purpose  of  S  176.12(b)  for  use  with  re¬ 
spect  to  independent  students,  which  is 
submitted  in  accordance  with  the  pro¬ 
cedures  set  forth  in  paragraph  (d)  of 
this  section  and  which  meets  the  follow¬ 
ing  criteria: 

(i)  The  system  must  produce,  as  its 
standard  ouUiut.  expected  family  c<m- 
tribution  figures  for  independent  stu¬ 
dents  which:  (a)  increase  in  reasonaUy 
smooth  increments  as  the  family  finan¬ 
cial  strength,  measured  in  real  terms, 
increases;  and  (b)  are  equal  for  families 
of  equal  measured  financial  strength; 
and 


(ii)  The  system  must  produce  expected 
family  contributkm  figures  which  are 
comparable  to  those  produced  by  one  of 
the  systems  specified  in  paragraph  (c)  (1) 
of  this  section. 

(d)  Application  procedures  for  system 
approval.  Any  person  or  Institution  seek¬ 
ing  to  have  a  need  analysis  system  ^- 
proved  by  the  Commissioner  piirsuant  to 
paragraph  (b)(2)  of  this  section  shall 
submit  such  system  to  the  Commissioner 
prior  to  June  30  of  each  year.  Such  sub¬ 
mission  shall  consist  of  sufficient  infor¬ 
mation  to  enable  the  Commissioner  to 
determine  that  the  system  meets  the 
criteria  set  forth  in  that  subparagraiffi, 
including  the  expected  family  contribu¬ 
tion  flgiures  produced  by  the  system  for 
the  sample  cases  developed  and"- made 
available  by  the  Commissioner.  Any  per¬ 
son  or  institution  seeking  to  have  a  need 
analysis  system  approved  by  the  Com¬ 
missioner  pursuant  to  paragraph  (c)  (2) 
of  this  section  shall,  prior  to  June  30  of 
any  year,  submit  to  the  Commissioner 
sufficient  information  to  enable  him  to 
determine  that  the  system  meets  the  cri¬ 
teria  set  forth  in  that  subparagraph.  On 
or  before  Sepember  1  of  each  year,  the 
Commissioner  will  publish  in  the  Fid- 
EHAL  RxGisTn  a  list  of  all  need  analysis 
systems  or  methods  at  calculation  which 
have  been  approved  for  use  in  the  suc¬ 
ceeding  academic  year. 

(e)  Duration  of  approval.  Need  anal¬ 
ysis  systems  approved  pursuant  to 
paragraphs  (b)(1)  and  (c)(1)  of  this 
section  are  approved  without  a  specified 
expiration  date.  A  need  analysis  syst^ 
aiHuoved  pursuant  to  paragraph  (b)  (2) 


of  this  section,  and  included  on  the  list 
published  by  the  Commissioner  on  or  be¬ 
fore  September  1  of  one  year,  may  be 
used  by  an  institution  (1)  in  preparing 
its  application  for  funds  under  this  part 
which  is  to  be  submitted  on  or  before 
the  published  closing  date  next  following 
that  Septonber  1;  and  (2)  in  determin¬ 
ing  the  eligibility  of  students  for  awards 
under  this  part,  and  in  calculating  the 
amount  of  such  awards,  to  be  used  by  the 
students  during  any  academic  year  com¬ 
mencing  not  earlier  than  9  months  and 
not  later  than  22  months  following  that 
September  1.  A  need  analysis  system  im¬ 
proved  pursuant  to  paragraph  (c)  (2)  of 
this  section  shall  be  approved  for  an  in¬ 
definite  period  of  time,  but  the  Commis¬ 
sioner  may  request  periodic  c(mfirmation 
that  the  syst^  remains  in  compliance 
with  the  criteria  set  forth  in  that 
paragraph. 

(f )  Adjustments.  The  institution  may. 
in  an  individual  case,  further  adjust  the 
expected  family  contribution  calculated 
according  to  one  of  the  need  analysis 
systems  approved  pursuant  to  this  sec¬ 
tion  if  the  student  financial  aid  officer 
of  the  institution  has  reason  to  believe 
that  such  expected  family  contribution 
does  not  realistically  reflect  the  ability 
of  the  student  and  his  parents  to  con¬ 
tribute  towards  the  student's  cost  of 
education.  Such  adjustments  shall  be 
documented  in  writing,  with  an  accom¬ 
panying  explanation,  and  made  a  part  of 
the  institution’s  records  with  respect  to 
this  part. 

(30  XTA.C.  1070b-l  and  lOTOb-S) 


Appenodc  A.->-f7.fif.  Oiflce  of  Education  tample  oatet  and  benchmark  figures  for  1978-77  academic  year 


Net  assets 

810,000 

120,000 

880,000 

840,000 

6  1 

Family  siis 

8 

4 

5 

0 

8 

4 

5 

0 

8 

4 

5  • 

0 

3 

4 

6 

Income  before  taxes; 

8,000 . 

120 

0 

0 

0 

880 

100 

0 

0 

660 

870 

no 

0 

910 

680 

880 

170 

12,000 . 

1^000 . 

.  780 

450 

200 

0 

1,010 

720 

460 

200 

1,840 

090 

780 

580 

1,780 

1.820 

1,010 

800 

.  1,440 

1,080 

810 

010 

1,800 

1,420 

1,100 

880 

2,870 

1,840 

1,450 

1.190 

2,940 

2,840 

1,870 

1,550 

20,000 . 

24,000 . . . 

.  2,610 

1,900 

1,560 

1,290 

8,070 

2,490 

2,000 

1,080 

8,040 

8,060 

2,540 

2,140 

4,200 

8,620 

8,100 

2,700 

.  8,710 

8,140 

2,040 

2,250 

4,280 

8,710 

3,200 

2,810 

4,840 

4,270 

8,770 

8,870 

5,400 

4,840 

4,380 

8,940 

Non.— The  figures  above  are  penataloontrlbaUon  figures  which  assume:  S.  1974  U.S.  Income  tax  scbedules;  faint  return,  standard  deduction: 

1. 2  parents,  1  with  income;  6.  No  social  security  benefits  (or  education; 

2. 1  dependent  in  postaecondary  education;  7.  No  unusual  medical,  dental,  casualty,  thtft  expenses; 

2.  No  business  ano/or  (arm  assets;  8.  No  other  unusual  drcumsUmces. 

4.  Age  of  main  wage  earner  ia  equal  to  45  yr; 

(FR  Doc.75-28131  FUed  10-30-7S;8:48  am] 
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